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§725.7

issued pursuant thereto. If membership
is terminated under this subsection,
the credit union will be required to ob-
tain the approval of the NCUA Board
before becoming a member of the Fa-
cility again. Such approval will be
granted only if the NCUA Board is sat-
isfied that the credit union will comply
with such Act and regulations.

(d) (1) If membership is terminated
under any provision of this section, the
terminated member’s stock shall be re-
deemed upon termination. In such
event, the Facility may retain any
amount owed to the Facility by the
member.

(2) When a member natural person
credit union withdraws from member-
ship in a central credit union which is
an Agent or a member of an Agent
group, the stock subscription of the
Agent, or in the case of an Agent
group, the stock subscription of the
Agent group representative, will be ad-
justed after the waiting period which
would apply under paragraph (a) or (b)
of this section if the withdrawing cred-
it union were a member of the Facility.

§725.7 Special share accounts in feder-
ally chartered agent members.

(a) A federally chartered Agent mem-
ber of the Facility may require its
member natural person credit unions
to establish and maintain special share
accounts in the Agent member to reim-
burse it for the portion of the Agent’s
Facility stock subscription which is at-
tributable to the paid-in and
unimpaired capital and surplus of each
such natural person credit union.

(b) The amount which the Agent
member requires each member natural
person credit union to maintain in
such special share accounts shall be
based on a uniform percentage of the
paid-in and unimpaired capital and sur-
plus of such credit unions, and shall
not exceed the amount of the Agent’s
stock subscription which is attrib-
utable to the capital and surplus of
each such credit union. An Agent shall
not permit a member to maintain in a
special share account any amounts in
excess of the required amount.

(¢) A natural person credit union
that withdraws from membership in an
Agent member or that becomes a Regu-
lar member of the Facility, shall be en-

12 CFR Ch. VII (1-1-97 Edition)

titled to the return of all amounts in
its special share account upon with-
drawal from membership in the Agent
or upon becoming a Regular member,
as applicable.

[45 FR 47122, July 14, 1980]
§§725.8—725.16 [Reserved]

§725.17 Applications for extensions of
credit.

(a) A Regular member may apply for
a Facility advance to meet its liquidity
needs by filing an application on a Fa-
cility-approved form, or by any other
method approved by the Facility.

(b)(1) An Agent member may apply
for a Facility advance by filing an ap-
plication on a Facility-approved form,
or by any other method approved by
the Facility.4

(2) The Agent’s application shall be
based on the following:

(i) Approved applications to the
Agent by its member natural person
credit unions for pending loans to meet
liquidity needs; or

(ii) Outstanding loans previously
made by the Agent to meet liquidity
needs of its member natural person
credit unions; or

(iii) Such other demonstrable liquid-
ity needs as the NCUA Board may
specify.

(3) An Agent shall not submit an ap-
plication to the Facility based on the
liquidity needs of any member natural
person credit union which has not
agreed to the repayment, security and
credit reporting terms prescribed by
the Facility for Agent loans;

(4) Any loan to meet liquidity needs
which have been or will be the basis for
an application by the Agent for a Fa-
cility advance must be applied for on
an application form approved by the
Facility.

(5) Unless approved by the Facility,
an Agent shall not submit an applica-
tion to the Facility based on the li-
quidity needs of any credit union which
became a member natural person cred-
it union of the Agent after February 2,
1980, unless such credit union has been

41f the Agent is an Agent group, the appli-
cation must be filed by the Agent group rep-
resentative, and any Facility advance will be
made to the Agent group representative.
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a member natural person credit union
of the Agent for six months, was char-
tered within six months before becom-
ing a member natural person credit
union of the Agent, or had access to
the Facility either as a Regular mem-
ber or through another Agent within
six months before becoming a member
natural person credit union of the
Agent.

(c) In emergency circumstances, the
applications for extensions of credit re-
quired under paragraph (a) and para-
graphs (b)(1) and (b)(4) of this section
may be verbal, but must be confirmed
within five working days by an applica-
tion as required by such subsection or
paragraphs.

(d) Applications of Regular and
Agent members shall be filed with a
Facility lending officer. Each applica-
tion for credit which is completed and
properly filed will be approved or de-
nied within five working days after the
day of receipt.

[44 FR 49437, Aug. 23, 1979, as amended at 47
FR 1371, Jan. 13, 1982]

§725.18 Creditworthiness.

(a) Prior to Facility approval of each
application of a Regular member for a
Facility advance, the Facility shall
consider the creditworthiness of such
member.

(b) Prior to an Agent’s approval of
each application of a member natural
person credit union for an extension of
credit on which an application by the
Agent to the Facility will be based, an
Agent shall consider the creditworthi-
ness of such member natural person
credit union.

(c) Specific characteristics of an
uncreditworthy credit union include,
but are not limited to, insolvency as
defined by §700.1(k) of this chapter, un-
satisfactory practices in extending
credit, lower than desirable reserve
levels, high expense ratio, failure to
repay previous Facility advances as
agreed, excessive dependence on bor-
rowed funds, inadequate cash manage-
ment policies and planning, or any
other relevant characteristics creating
a less than satisfactory condition. The
presence of one or more of these char-
acteristics will not necessarily mean
that a credit union will be considered
uncreditworthy.

§725.21

(d) A natural person credit union
(whether a Regular member of the Fa-
cility or a member natural person cred-
it union) which does not meet the Fa-
cility’s  creditworthiness standards
may be limited in or denied the use of
advances for its liquidity needs.

§725.19 Collateral requirements.

(a) Each Facility advance to a Regu-
lar member shall be secured by a secu-
rity interest in all the assets of the
Regular member.

(b) Each Agent loan shall be secured
by a security interest in all the assets
of the member natural person credit
union which receives the loan.

() Each Facility advance to an
Agent member shall be secured, di-
rectly or indirectly, by all the Agent
loans made by the Agent member, and
by the collateral securing such loans.

§725.20 Repayment, security and cred-
it reporting agreements; other
terms and conditions.

(a) Regular and Agent members, or in
the case of an Agent group, the Agent
group representative, shall sign the re-
payment, security and credit reporting
agreements prescribed by the Facility,
and all Facility advances to Regular
and Agent members shall be governed
by the terms and conditions of such
agreements.

(b) AIll Agent loans shall be made
subject to the repayment, security and
credit reporting terms prescribed by
the Facility for Agent loans.

(c) Other terms and conditions appli-
cable to Facility advances and Agent
loans will be specified in confirmations
of credit provided in connection with
such advances and loans, and/or in op-
erating circulars of the Facility.

§725.21 Modification of agreements.

The repayment, security, and credit
reporting terms under which Facility
advances and Agent loans will be made,
as provided in §725.20 of this part, shall
be subject to modification from time to
time as the NCUA Board may deter-
mine. Any change in such terms shall
be published in the FEDERAL REGISTER
and shall apply to all advances dis-
bursed by the Facility after the effec-
tive date of the change.
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